The aim of this paper is to examine the impact on the banking system from the accession of Macedonia in the EU. EU enlargement is a complex process with enormous impact on the economy of the new member countries. The financial system of the new member country, and the banking system as a part of it, faces with the challenge of integration in the EU financial system. The best evidence of the EU accession impact on the banking system is the analysis of the basic characteristics of banking systems on the countries that became members in the last 20 years. The future banking development in new EU member countries will very likely follow some main patterns known from the old EU members. In a way banks from candidate countries can see their own future by observing the current developments in Western European banking.
Introduction
The process of enlargement of European Union (hereinafter: EU) is a complex one with strong impact on the economy of the country that will access. Stable financial markets are key to successful and sound economic development. Their development depends on a stable economic environment and vice versa, financial stability is, in turn, a precondition for sustained economic growth and an efficient monetary policy. Therefore the role of the financial markets in the process of convergence is of great importance. Only stable and sure financial sector can create stable framework conditions for economic growth.
One way of predicting the impact of EU accession to a banking system of a country is the idea that"possible forthcoming developments in the banking system are to a large extent determined by the developments in banking sectors of the "old" EU members" (Ribnikar and Kosak, 2006, p.2) . In a way banks from countries candidates can predict their future transformation by observing the current developments in western European banking. This paper will analyze the impact on the banking system from the accession in EU on the new EU countries according to the process of consolidation of the EU banking system, the level of concentration and the level of financial intermediation. Then based on the characteristics of the Macedonian banking system will be determined which of these effects could occur on Macedonian banks and will answer the question will the Macedonian accession to EU improve the efficiency of the banking system.
Concentration in the banking sector in EU
The European banking system is in continuous process of consolidation. The consolidation in the banking industry starting from the 90-ties was a global phenomenon Also higher deposit correlation is associated with higher economic and financial development as measured by GDP per capita, the amount of electricity use, the availability of explicit deposit insurance and better credit environment (World Bank, 2011, p.3). There are smaller differences between the "old" and "new" EU member states in the share of non-bank deposits in GDP indicator compared to assets/GDP ratio ( Figure 5 ). A pretty much straightforward explanation for the differences between the total assets/GDP indicator and non financial deposits/GDP indicator lies in the development characteristic of the modern financial systems. Market share of non banking sector is increasingly rising, and those alternative ways of saving are the main force for decrease the share of deposits in total liabilities in the banking sector. Accordingly banks will be forced to switch gradually from predominantly deposit based funding to different types of market based funding, which means that they will need to compete for funds in the market. Low level of deposits by nonbanks (as a percentage of GDP) in the countries candidates for EU accession is "attributable to the low income level and, subsequently, the population's low 
Efficiency of the EU banking system
In order to see will the accession in EU have impact on the efficiency of the banking system, using indicators, comparison will be made of the efficiency of the banking system before and after entering the EU. For the efficiency of the banking system after entrance in EU will be used data for 2001 and 2008 (Table 1 and Table 2 ) to abstract the impact of financial crisis. Five years after the accession to EU (Table 2) , banking systems of the new EU countries have improved their efficiency. The return on assets has increased and as a result on the increased leverage the return on equity records multiplying. Banking operations are more efficient and the ratio of assets per employee increased for several times. Certainly, this is tightly connected with access to cheap sources of funds as a result of EU accession which increased the interest margin.
Also the operational efficiency of analyzed banking sectors has increase and the cost to income ratio in some countries is two times smaller.
Structure of the banking system in the Republic of Macedonia
The banking system in the Republic of Macedonia at the end of 2011 is comprised of seventeen banks and eight saving house (National Bank of The Republic of Macedonia, Report, 2011, p. 
The Structure of the Balance Sheet Positions According the Banks' Ownership on 30.06.2011
The analasys of the structure on the banking system by dominant shareholder points Greece and Considering the current concentration in the banking system, the EU accession, like in the other east European countries probable won't have impact on the structure of the banking system.
With three main competitors that hold more than 65% of the market, the biggest three banks are market leaders and there isn't place for further increase of the concentration. This practically oligopoly structure has strong influence on the pricing of the banking activities. Considering the current structure of the banking system, a relatively high concentration and relatively large number of banks, there is need for consolidation of the banking system through acquisitions and /or mergers in the segment to other banks and thereby creating larger banks, which will increase the level of competition and contribute to reducing interest rates and spreads.
Level of financial intermediation in Macedonia
The banking system has dominant role in the financial system of Republic of Macedonia. This is way the impact from accession of the country in EU on the financial system will be most felt in the banking system. With 90% share in the total assets of the hole financial system, banking system has dominant role in financial intermediation. Despite the positive movements, the financial intermediation in the Republic of Macedonia Table 4 Level of financial intermediation in the banking system of R.M. is still on the lowest level relative to some countries from the European Union, the EU average and the Eurozone average (Table 4 ) This is another confirmation that the level of financial intermediation is determened by the level of development. According to GDP per capita and the level of financial intermediation, on Figure 10 Macedonia is placed on the bottom. The accession in EU in medium term won't change the level of financial intermediation, like it didn't had impact on financial intermediation in "new" EU countries. 
Efficiency of the Macedonian banking system
As can be seen in table 2, the efficiency of Macedonian banks is less than in new EU countries and far smaller than EU average. The return on equity is smaller than the EU average which is due on the small leverage and the high adequacy ratio. Also Macedonian banking sector although has a higher interest margin but the operating efficiency is poorer. The asset per employee ratio is on a 2000 level in Poland or Czech Republic and there is still room for enhancement of the operational efficiency through improvement of this ratio. The operational efficiency can be further improved which will result in decline of the cost to income ratio.
The banking system is mirror to the real economy and every recession is imperceptible in the financial world with certain time lag. Best evidence for the condition in the economy is the level of non performing loans. As can be seen from table 5 , if we analyze the NPL to total loans ratio till 2008, accession to EU had influence on decreasing of this ratio. There are three main reasons: high credit growth, GDP growth and restructured banking system with EU owners. This trend further increased the efficiency of the banking system in "new" EU countries.
R. Macedonia
If we compare the NPL level in 2008, before the financial crises, Macedonian banking system has biggest NPL share from all selected countries. This implies that in that point Macedonian banking system was less efficient than the banking system of the "new" EU countries. Stated otherwise, from 1 euro loan the loss on the Macedonian banks was bigger. But, the financial crises also showed that although EU accession of the "new" EU countries had positive impact on the non performing portfolio, their banking system is more vulnerable to financial crises. The non performing ratio in almost all "new" EU countries is above the EU average. The conclusion that follows is that as a result of the new funding sources and GDP growth the accession to EU has effect on increasing the efficiency of the banking system. Source: World Bank data, http://data.worldbank.org/indicator/FB.AST.NPER.ZS.
As was mentioned earlier the financial intermediation in the Republic of Macedonia is still on the lowest level relative to EU members if we use Loans to GDP ratio. This also has effects on the efficiency of the whole financial system and the banking system as a part of it. If we use the Deposit/GDP as a indicator for financial intermediation Macedonian banking sector has better position than the comparison with Loans to GDP ratio. This is due to more developed other parts of the financial system apart for the banking system which creates possibilities for further development of the non banking financial activities in Macedonia.
Conclusion
The banking system in Macedonia will face with new conditions, requirements and challenges of the EU-market. The competition from banking and non banking financial institutions is expected to increase. This will emphasize the need for innovations at the traditional banking products that banks offer now and creation of new banking products will gradually replace part of traditional products.
Regarding the process of consolidation that is present in EU, the level of concentration in Macedonian banking sector is high. With three main competitors that hold more than 65% of the market, the biggest three banks are market leaders and there isn't place for further increase of the concentration. However, consolidation can be expected at the small and medium banks in order to survive the domestic oligopoly structure and the new foreign competition.
Dramatic changes in the level of financial intermediation can not be expected. This variable depends from the level of economic development and the empirical examples show that the accession in EU didn't had impact on financial intermediation in "new" EU countries. Further improvement can be expected in the efficiency of the banking system. These two trends will decrease the interest margin and interest rates. Finally, the accession in EU will require restructuring and reorganization of the economy as a whole, and the banks will be part from that process.
